Historic, Archive Document 


Do not assume content reflects current 
scientific knowledge, policies, or practices. 









ar c Pb, : ae : 

. ee ary ey sate 
* Lal geeeiihs tie Vey 7 ae 
ae shone > gh Pha) vie -, 
** ~~ : : : 









oe 
ork 3: D 


J 
- “= : 
‘ : amp ae ee 


ve - a. 
7 5 Js a 





- . > 
a? Yee 
° aad 
« : 7 
1 vo 
4 i 
- 
7 VP 
> - + 
6 ‘Ss 
e a” : oe 
ce : . 
nae 
= hd : 
—. sie 
ra y ; wha 


Commodity Information Series : Cotton Leaflet No. 5 


Issued November 10, 19384 


UNITED STATES DEPARTMENT OF AGRICULTURE 


AGRICULTURAL ADJUSTMENT ADMINISTRATION 
WASHINGTON, D. C. 


SHALL THE BANKHEAD ACT BE CONTINUED THROUGH 
1935? 


Whether the Bankhead Cotton Control Act will be made effective 
for 1935 will depend upon the outcome of a referendum of cotton 
producers which will be held throughout the South. 

The question which will be submitted to those eligible to par- 
ticipate in the referendum is: . 

“Are you in favor of continuing the Bankhead Act for next year 
(June 1, 1935, to May 381, 1936) ?” 

In a footnote to the above question as stated on the ballot is the 
explanation that “continuance of the Bankhead Act means that a 
tax will continue to be levied on the ginning of cotton in excess 
of an allotment made to meet the probable market requirements.” 
Attached to the ballot will be a statement from the Secretary of 
Agriculture, urging cotton producers to consider carefully all the 
facts and “reach a decision based upon considered judgment as to 
whether the Bankhead Act is needed to assure attainment of the ob- 
jectives of the cotton-adjustment program.” 

Points that should be borne in mind by cotton farmers in de- 
termining their votes on continuing the Bankhead Act for 1935-386 
include: 

1. Irrespective of the decision of cotton farmers on the Bankhead 
Act, the 19385 cotton-adjustment program with its rental and parity 
payments to voluntary cooperators will continue. The Secretary 
of Agriculture has announced that, under the terms of the 1934-35 
cotton acreage reduction contract, he will continue the program into 
the 1985-86 season. 

Moreover, cotton producers who did not sign a 1934-85 cotton 
acreage reduction contract last spring will be given the opportunity 
to join the cotton-adjustment program for the 1985 season. 

9. It is the estimate of the Agricultural Adjustment Administra- 
tion that, under the voluntary cotton-adjustment program but 
without the Bankhead Act in effect for the 1935-86 crop year, total 
production probably would be about one million bales more than 
total production would be if the Bankhead Act were in effect. 

8. Surplus tax-exemption certificates, that is, certificates for the 
1934-85 season which remain in the hands of the producers, can be 
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used for the 1935-86 season in the event the Bankhead Act is made 
effective for that season. Such certificates as are outstanding at the 
end of the cotton-ginning season will be recalled and in their stead 
new certificates of a different color and appearance will be issued for 
the 1935-36 season in the event the Bankhead Act is made effective 
for 1935. 

4, The total allotment under the Bankhead Act for 1935-36, in the 
event it is made effective, is not fixed in the Act but will be deter- 
mined by the Secretary of Agriculture after investigation of the 
available supply and probable market requirements and a determina- 
tion of “the quantity of cotton that should be allotted, in accordance 
with the policy declared in section 1.” 

5. In the event the Bankhead Act is made effective for 1935-36, 
and after the total allotment is fixed, individual allotments will be 
made, under the terms of the Act, upon one of the bases hereafter 
outlined; and the Secretary of Agriculture, in determining the man- 
ner of allotment to individual farmers, will provide that the farmers 
who have reduced their cotton acreage voluntarily shall not be 
penalized in favor of those farmers who have not done so. 

6. Those having a right to express themselves upon the question as 
to whether the Bankhead Act shall be effective for the 1935-86 season 
are defined in the Act as those persons “ who have the legal or equita- 
ble right as owner, tenant, share-cropper, or otherwise to produce 
cotton on any cotton farm, or part thereof, in the United States ” 
for the crop year 1935-36. 


I. THE PURPOSE CF THE ACT 


The Bankhead Cotton Act, approved April 21, 1934, levied and 
assessed a tax (of 50 percent of the average central market price) 
upon the ginning of that portion of the cotton producer’s 1934 crop 
in excess of his individual allotment. It was determined by the 
Secretary of Agriculture, under the terms of the Act, that the amount 
of the tax for the 1934 season was 5.67 cents per pound on the cotton 
produced in excess of allotments. 

The purpose of the Act, as it states, is to place the cotton industry 
on a sound commercial basis, to prevent unfair competition and prac- 
tices in putting cotton into the channels of interstate and foreign 
commerce, and to balance production and consumption of cotton more 
effectively. 

The Bankhead Act itself required that the tax on cotton marketed 
in excess of individual allotments must be in effect for the crop year 
1934-35 but 1t provides that the tax shall be in effect for the 1935-86 
crop year only (sec. 2) “if the President finds that the economic 
emergency in cotton production and marketing will continue or is 
likely to continue to exist” and (section 3 (a)), 1f the Secretary of 
Agriculture finds “ that two-thirds of the persons who have the legal 
or equitable right as owner, tenant, share-cropper, or otherwise to 
produce cotton on any cotton farm, or part thereof, in the United 
States for such crop year favor a levy of a tax on the ginning of cot- 
ton in excess of an allotment made to meet the probable market 
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requirements and determines that such a tax is required to carry out 
the policy declared in section 1.”? 


Il. ACT INTENDED TO SUPPLEMENT VOLUNTARY ADJUSTMENT 


The Bankhead Act was passed by Congress to supplement and 
not to supplant the voluntary acreage-adjustment programs under 
the Agricultural Adjustment Act. For the 1934-85 marketing year 
it fixed a national quota of 10 million 500-pound bales of cotton. 
It charged the Secretary of Agriculture with the duty of allotting as 
quotas to the cotton-producing States “the number of bales the 
marketing of which may be exempt from the tax herein levied, which 
shall be determined by the ratio of the average number of bales pro- 
duced in each State during the 5 crop years preceding the passage of 
this Act? to the average number of bales produced in all the States 
during the same period.” 

After quotas were apportioned among the States, county quotas 
were determined (with exceptions under certain circumstances as set 
forth in the Act) upon the same basis as that upon which the total 
quota fixed in the Act was apportioned among the States. Individual 
producers’ quotas, upon proper application, were finally determined 
upon a basis prescribed in the law. The result was that under the 
terms of the act each individual cotton producer was issued tax-ex- 
emption certificates permitting the marketing, tax-free, of his fair 
pro rata share of the 10 million bales thus allotted in accordance with 
the provisions for equitable distribution of the national quota. If 
the individual producer grew cotton in excess of the allotment, there 
were three courses open to him: First, he could sell the cotton by pay- 
ing the tax under the terms of the act and regulations issued pur- 
suant thereto; or, second, he could purchase tax-exemption certifi- 
cates sufficient to cover such sales, either through a national pool 
established and operated by the Agricultural Adjustment Admuinis- 
tration or from a producer within his county who had excess certifi- 
cates. All transfers were required to be made through the offices of 
the county assistants in cotton adjustment. Four cents per pound 
was fixed as the uniform price at which tax-exemption certificates 
could be sold and purchased or transferred. Finally, the producer 
could store his excess cotton subject to a lien for the amount of the 
tax. 

The total quota for the 1934-35 crop year as fixed in the Act was 
10 million 500-pound bales, or 10,460,251 bales of 478 pounds net 


weight. 


1“ DrcLaRATION of Pouicy.—That in order to relieve the present acute economic emer- 
gency in that part of the agricultural industry devoted to cotton production and market- 
ing by diminishing the disparity between prices paid to cotton producers and persons en- 
gaged in cotton marketing and prices of otber commodities and by restoring purchasing 
power to such producers and persons so that the restoration of tre normal exchange in 
interstate and foreign commerce of all commodities may be fostered, and to raise revenue 
to enable the payment of additional benefits to cotton producers under the Agricultural 
Adjustment Act— : 

“Tt is hereby declared to be the policy of Congress to promote the orderly marketing 
of cotton in interstate and foreign commerce; to enable producers of such commodity 
to stabilize their markets against undue and excessive fluctuations, and to preserve 
advantageous markets for such commodity, and to prevent unfair competition and prac- 
tices in putting ecotten into the channels of interstate and foreign commerce, and to 
more effectively balance production and consumption of cotton.” 

21928 to 1932, inclusive. 
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Production for the entire Cotton Belt for the 1934-35 crop year 
was 9,448,000 bales of 478 pounds net weight, according to the Octo- 
ber 1 crop estimate. Because production was below the quota fixed 
under the Bankhead Act, some States had tax-exemption certificates 
in excess of their actual production while the total production of 
other States was in excess of the total number of tax-exemption cer- 
tificates issued to producers within those States. Within every cot- 
ton State there are some producers whose total production was in 
excess of their allotments while other producers had certificates to 
cover more than their actual production. 


Ill. CERTIFICATE PCOL ESTABLISHED FOR GROWERS 


To meet this situation the national Surplus Cotton Tax-Exemption 
Certificate Pool was established. The purpose of this poo! is to facil- 
itate sales and purchases of surplus tax-exemption certificates issued 
under the Bankhead Act and to prevent speculation in certificates and 
sharp practices in obtaining them. Four cents per pound was fixec 
as the uniform price for which the certificates could be sold and pur- 
chased. It was announced that when the pool is closed all funds on 
hand from the sale of surplus certificates will be distributed among 
producers placing certificates in the pool and each producer will re- 
ceive his share in the proportion that the poundage surrendered by 
him bears to the total poundage in the national pool. In addition, 
each producer will be returned his pro rata share of the unsold cer- 
tificates, which may be used for the 1935-86 crop year in the event 
the Bankhead Act 1s effective for that year. 

The operation of the pool, in addition to local sales that were per- 
mitted, meant that farmers who did not produce amounts of cotton 
equal to their allotments were able to realize some cash return by 
selling their tax-exemption certificates either through the pool or 
to other producers in their county, thus providing a ferm of “crop 
insurance” to these whose cotton production had been curtailed 
by drought or other natural causes. 


IV. QUESTION OF CONTINUING ACT 


Whether the Bankhead Act shall be made effective for the crop 
year 1935-86 will be decided by the cotton producers themselves. 
Under the Act, as heretofore stated, the Secretary of Agriculture is 
required to find that two-thirds of the persons eligible to partici- 

fe) 
pate in the production of cotton favor its continuance before it 
can be made effective. Accordingly, cotton producers will be given 
the opportunity to express themselves on the question of whether 
they favor the levying of a tax on cotton produced in excess of the 

J e 6 
allotments for the 1935-36 season. 

In determining this question, cotton producers should recognize 
that there are essential differences in the application of the Bank- 

f 
head Act for 1935-86 and its application for the current 1934-35 
season. 

The chief difference is the fact that the national quota for 1935-36 
is not fixed in the Act but under the Act is to be determined by the 
Secretary of Agriculture after an investigation of the available 
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supply of cotton and the probable market requirements. The max- 
imum amount of cotton that could be marketed tax-free in the 
1934-385 season was fixed by the act at 10 million 500-pound bales. 

In the event the Bankhead Act is made effective for the 1935-36 
season, individual allotments will be made to cotton producers upon 
one of the two following bases: (1) “ Upon such basis as the Secre- 
tary of Agriculture deems fair and just, and will apply to all farms 
to which the allotment is made under this paragraph uniformly, 
within the county, on the basis or classification adopted.” (2) “By 
ascertaining the amount of cotton the farm would have produced 
during a fair representative period if all the cultivated land had been 
planted to cotton, and then reducing such amount by such per- 
centage (which shall be applied uniformly within the county to all 
farms to which the allotment is made under this paragraph) as will 
be sufficient to bring the total of the farm allotments within the 
county’s allotment.” The Act further provides that, as in the case 
of this year, the Secretary of Agriculture “shall provide that the 
farmers who have voluntarily reduced their cotton acreage shall not 
be penalized in favor of those farmers who have not done so.” 

It is reasonable to hope that making individual allotments upon 
one of the bases above stated, which allow the Secretary to afford 
producers the benefits of this year’s experience in providing equitable 
adjustments of such allotments, will lead to bringing these allotments 
more nearly into line with the individual’s total permitted production 
under the voluntary contracts. 


Instructions and forms to those charged with the duty of cbtain- 
ing the opinion of cotton producers are being prepared. Yor further 
details of the referendum on the question of whether the Bankhead 
Act shall be made effective for the 1935-86 crop year see your cotton 
committeeman, vocational agriculture teacher, or county agent. 
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SHALL THE BANKHEAD ACT BE CONTINUED 
THROUGH 1935? 


If the Bankhead Act is to continue in operation in the next 
crop year the Secretary of Agriculture must first find that two- 
thirds of the persons who have the legal or equitable right as 
owner, tenant, or Share-cropper, or otherwise to produce cotton 
on any cotton farm, or part thereof, in the United States for such 
crop year favor a levy of a tax on the ginning of cotton in excess 
of an allotment made to meet the probable market requirements. 

Cotton farmers are being asked to express their opinion as to 
whether the Bankhead Cotton Control Act should be made effec- 
tive for the 1985-86 crop year. In submitting this question, it is 
the desire of the Agricultural Adjustment Administration that 
cotton producers shall have possession of all available facts to 
guide them in reaching a decision. The choice is theirs and the 
Adjustment Administration is in no sense seeking to impose its 
views upon farmers to influence their decision. 

Cotton farmers must decide whether, in their opinion, the 
adjustment of cotton production under the voluntary contracts 
is sufficient to meet the requirements of the present emergency. 
Will the efforts of a small minority of noncooperators, the tend- 
ency toward more intensive cultivation, and the possibility of new 
lands coming into cotton production combine to increase total 
production above the point which seems desirable? That, it 
appears, is the central question involved in a decision on con- 
tinuing the Bankhead Act for next year. Or, stated in another 
way: Do cotton producers want the mechanism afforded in the 
Bankhead Act as a supplementary control to the current efforts 
under the Agricultural Adjustment Act? 

Cotton farmers have had one season’s experience with the type 
of control embodied in the Bankhead Act. Numerous difficulties, 
obviously, have been encountered. It is reasonable to expect that, 
with more latitude in the Act for the coming year, many of these 
difficulties can be avoided. But it is for the cotton farmer to 
choose. 

It is my hope that cotton producers will examine carefully all 
the facts and reach a decision based upon considered judgment 
as to whether the Bankhead Act is needed to assure attainment of 
the objectives of the cotton-adjustment program. 


Secretary of Agriculture. 
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